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BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Parts 1010, 1011, and 1012
[Docket No. CFPB-2011-0025]

RIN 3170-AA06

Interstate Land Sales Registration
Program (Regulations J, K, and L)

AGENCY: Bureau of Consumer Financial
Protection.

ACTION: Interim final rule with request
for public comment.

SUMMARY: Title X of the Dodd-Frank
Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act)
transferred rulemaking authority for a
number of consumer financial
protection laws from seven Federal
agencies to the Bureau of Consumer
Financial Protection (Bureau) as of July
21, 2011. The Bureau is in the process
of republishing the regulations
implementing those laws with technical
and conforming changes to reflect the
transfer of authority and certain other
changes made by the Dodd-Frank Act.
In light of the transfer of the Department
of Housing and Urban Development’s
(HUD'’s) rulemaking authority for the
Interstate Land Sales Full Disclosure
Act (ILSA) to the Bureau, the Bureau is
publishing for public comment an
interim final rule establishing a new
Regulation J (Land Registration); a new
Regulation K (Purchasers’ Revocation
Rights, Sales Practices and Standards);
and a new Regulation L (Special Rules
of Practice). This interim final rule does
not impose any new substantive
obligations on persons subject to HUD’s
existing ILSA regulations.

DATES: This interim final rule is
effective December 30, 2011. Comments
must be received on or before February
21, 2012.

ADDRESSES: You may submit comments,
identified by Docket No. CFPB-2011-
0025 or RIN 3170-AA06, by any of the
following methods:

e Electronic: http://
www.regulations.gov. Follow the
instructions for submitting comments.

e Mail: Monica Jackson, Office of the
Executive Secretary, Bureau of
Consumer Financial Protection, 1500
Pennsylvania Avenue NW. (Attn: 1801 L
Street), Washington, DC 20220.

e Hand Delivery/Courier in Lieu of
Mail: Monica Jackson, Office of the
Executive Secretary, Bureau of
Consumer Financial Protection, 1700 G
Street NW., Washington, DC 20006.

All submissions must include the
agency name and docket number or
Regulatory Information Number (RIN)

for this rulemaking. In general, all
comments received will be posted
without change to http://
www.regulations.gov. In addition,
comments will be available for public
inspection and copying at 1700 G Street
NW., Washington, DC 20006, on official
business days between the hours of

10 a.m. and 5 p.m. Eastern Time. You
can make an appointment to inspect the
documents by telephoning (202) 435—
7275.

All comments, including attachments
and other supporting materials, will
become part of the public record and
subject to public disclosure. Sensitive
personal information, such as account
numbers or social security numbers,
should not be included. Comments will
not be edited to remove any identifying
or contact information.

FOR FURTHER INFORMATION CONTACT: Bill
Matchneer or Whitney Patross, Office of
Regulations, at (202) 435-7700.

SUPPLEMENTARY INFORMATION:
I. Background

The Interstate Land Sales Full
Disclosure Act (ILSA) protects
consumers by requiring certain land
developers to register their plans and to
provide prescribed disclosures to
prospective purchasers. Developers of
subdivisions with one hundred or more
nonexempt lots, and developers of
condominiums with one hundred or
more nonexempt units, must register
development plans with the Federal
regulator designated by ILSA. These
developers must also provide
purchasers with a comprehensive
disclosure statement known as a
property report before a contract of sale
is signed. Historically, ILSA has been
implemented by the Department of
Housing and Urban Development’s
(HUD’s) Interstate Land Sales
Registration Program, 24 CFR Parts
1710, 1715 and 1720. The Dodd-Frank
Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act)?
amended a number of consumer
financial protection laws, including
ILSA. In addition to various substantive
amendments, the Dodd-Frank Act
transferred rulemaking authority for
ILSA to the Bureau of Consumer
Financial Protection (Bureau), effective
July 21, 2011. See sections 1061 and
1098A of the Dodd-Frank Act. Pursuant
to the Dodd-Frank Act and ILSA, as
amended, the Bureau is publishing for
public comment an interim final rule to
implement ILSA by establishing a new
Regulation J (Land Registration), 12 CFR
part 1010; a new Regulation K

1Public Law 111-203, 124 Stat. 1376 (2010).

(Purchasers’ Revocation Rights, Sales

Practices and Standards), 12 CFR part
1011; and a new Regulation L (Special
Rules of Practice), 12 CFR part 1012.

II. Summary of the Interim Final Rule
A. General

The interim final rule substantially
duplicates HUD’s Interstate Land Sales
Registration Program regulations, 24
CFR parts 1710, 1715, and 1720, as the
Bureau’s new Regulation J (Land
Registration), 12 CFR part 1010; new
Regulation K (Purchasers’ Revocation
Rights, Sales Practices and Standards),
12 CFR part 1011; and new Regulation
L (Special Rules of Practice), 12 CFR
part 1012, making only certain non-
substantive, technical, formatting, and
stylistic changes. To minimize any
potential confusion, the Bureau is
preserving the numbering of HUD’s
ILSA regulations other than the new
part numbers. While this interim final
rule generally incorporates HUD’s
existing regulatory text, including
model forms and clauses, the rule has
been edited as necessary to reflect
nomenclature and other technical
amendments required by the Dodd-
Frank Act. Notably this interim final
rule does not impose any new
substantive obligations on regulated
entities.

B. Specific Changes

This interim final rule makes
numerous amendments throughout
HUD’s existing regulatory text to reflect
ILSA’s transfer to the Bureau.
“Secretary” is replaced with “Director,’
“Department of Housing and Urban
Development” with “Bureau of
Consumer Financial Protection,” and
“Department” with “Bureau.”

Model language for disclosure and
other purposes that appeared in the text
of HUD’s ILSA regulations has been
moved to a new appendix. The model
clauses and the sections of HUD’s
regulations that address these model
clauses include:

s

I. Developers Affirmation for Land Sale
§1710.13(a)(9)

II. Language Notifying Buyer of Option to
Cancel Contract §1710.15(b)(5)(i)

1. Sample Lot Information Statement and
Sample Receipt § 1710.15(b)(11)

IV. Request for Multiple Site Subdivision
Exemption § 1710.15(c)(1)

V. Request for Regulatory Exemption Order
§1710.16(c)

VI. Developer’s Affirmation for Advisory
Opinion §1710.17(b)(3)

VII. Initial and Consolidated Registration Fee
Schedule §1710.35(b)

VIII. Property Report § 1710.100(b)

IX. Sample Page for Statement of Record
§1710.102(e)
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X. Language for Warning on Cover Page of
Property Report § 1710.105(c)

XI. Sample Entry in Table of Contents for
Statement of Record §1710.106(a)

XII. Required Paragraphs for Risks of Buying
Land §1710.107(a)

XIII. Format for General Information
§1710.108

XIV. Paragraphs To Be Included in the
General Report—Title to the Property
and Land Use §1710.109(a)(1)

XV. Statement on Release Provisions
§1710.109(c)(2)(i)(A)

XVI. Warning for Release Provisions
§1710.109(c)(2)1)(C)(1)

XVII. Method and Purpose of Recording
Warning § 1710.109(d)(1)(iv)

XVIII. Escrow Statement Disclosure
§1710.109(e)(1)

XIX. Road Chart §1710.110(b)(3)

XX. Nearby Communities Chart
§1710.110(b)(6)

XXI. Water Chart Form § 1710.111(a)(1)(ii)(B)

XXII. Comfort Station Chart
§1710.111(b)(1)(ii)

XXIII. Sewer Chart §1710.111(b)(1)(iii)(B)

XXIV. Electric Service Chart §1710.111(c)(2)

XXV. Recreational Facility Chart
§1710.114(b)

XXVI. Cost Sheet Format §1710.117(a)

XXVII. Sample Receipt, Agent Certification
and Cancellation Page §1710.118(a)

XXVIIIL. Affirmation of Senior Executive
Officer §1710.219

XXIX. Form for Certification for Disclosure
Documents § 1710.504(a)(2)

XXX. Language To Be Included on Property
Report Cover Page § 1710.558(a)(1)

XXXI. Notice of Revocation Rights
§1710.559(a)(1)

Many procedural rules previously
contained in 12 CFR part 1720 have
been eliminated as duplicative of the
procedural rules that the Bureau
promulgated in 12 CFR part 1081 earlier
this year. Parties proceeding under ILSA
should therefore be generally guided by
12 CFR part 1081 to the extent ILSA and
the procedural rules contained in 12
CFR part 1012 do not address specific
procedures.

Conforming edits have also been
made to internal cross-references and
addresses for filing applications and
notices. Historical references that are no
longer applicable, such as Department
of Housing and Urban Development Act,
42 U.S.C. 3535(d), and references to
effective dates that have passed, have
been removed as appropriate.

III. Legal Authority

A. Rulemaking Authority

The Bureau is issuing this interim
final rule pursuant to its authority under
ILSA and the Dodd-Frank Act. Effective
July 21, 2011, section 1061 of the Dodd-
Frank Act transferred to the Bureau all
of the HUD Secretary’s consumer
protection functions relating to ILSA.2

2Public Law 111-203, section 1061(b)(7)(A).
Effective on the designated transfer date, July 21,

Accordingly, effective July 21, 2011, the
authority of HUD to issue regulations
pursuant to ILSA transferred to the
Bureau.?

ILSA, as amended, directs the Bureau
to prescribe regulations to carry out the
purposes of ILSA.4 These regulations
may contain such classifications,
differentiations, or other provisions, and
may provide for such adjustments and
exceptions for any class of transactions,
that in the Bureau’s judgment are
necessary or proper to effectuate the
purpose of ILSA, facilitate compliance
with ILSA, or prevent circumvention or
evasion of ILSA.5 In its existing
regulations, HUD has used this ILSA
authority to establish extensive rules
that promote the informed purchase of
unimproved property and
unconstructed condominiums by
mandating disclosures and regulating
certain development practices.®

B. Authority To Issue an Interim Final
Rule Without Prior Notice and Comment

The Administrative Procedure Act
(APA) 7 generally requires public notice
and an opportunity to comment before
promulgation of regulations.® The APA
provides exceptions to notice-and-
comment procedures, however, where
an agency for good cause finds that such
procedures are impracticable,
unnecessary, or contrary to the public
interest or when a rulemaking relates to
agency organization, procedure, and
practice.9 The Bureau finds that there is
good cause to conclude that providing
notice and opportunity for comment
would be unnecessary and contrary to
the public interest under these
circumstances. In addition, substantially
all the changes made by this interim
final rule, which were necessitated by
the Dodd-Frank Act’s transfer of ILSA
authority from HUD to the Bureau,
relate to agency organization, procedure,
and practice and are thus exempt from
the APA’s notice-and-comment
requirements. For example, part 1012

2011, the Bureau was also granted ‘““all powers and
duties” that were vested in the HUD Secretary
relating to ILSA on the day before the designated
transfer date. Id. at section 1061(b)(7)(B). Until this
and other interim final rules take effect, existing
regulations for which rulemaking authority
transferred to the Bureau continue to govern
persons covered by this rule. See 76 FR 43569 (July
21, 2011).

3 Section 1066 of the Dodd-Frank Act grants the
Secretary of the Treasury interim authority to
perform certain functions of the Bureau. Pursuant
to that authority, Treasury is publishing this interim
final rule on behalf of the Bureau.

4]d. section 1098A(2); 15 U.S.C. 1718.

51d.

6 See 24 CFR parts 1710, 1715 and 1720.

75 U.S.C. 551 et seq.

85 U.S.C. 553(b), (c).

95 U.S.C. 553(b)(3)(A), (B).

contains rules of practice. Additional
rules of practice contained in HUD’s

rule were not restated as unnecessary
because the Bureau’s rules at 12 CFR
part 1081 will apply.

The Bureau’s good cause findings are
based on the following considerations.
As an initial matter, HUD’s existing
regulation was a result of notice-and-
comment rulemaking to the extent
required. Moreover, the interim final
rule published today does not impose
any new, substantive obligations on
regulated entities. Rather, the interim
final rule makes only non-substantive,
technical changes to the existing text of
the regulation, such as renumbering,
changing internal cross-references, and
replacing appropriate nomenclature to
reflect the transfer of authority to the
Bureau. Given the technical nature of
these changes, and the fact that the
interim final rule does not impose any
additional substantive requirements on
covered entities, an opportunity for
prior public comment is unnecessary. In
addition, recodifying HUD’s regulations
to reflect the transfer of authority to the
Bureau will help facilitate compliance
with ILSA and its implementing
regulations, and the new regulations
will help reduce uncertainty regarding
the applicable regulatory framework.
Using notice-and comment procedures
would delay this process and thus be
contrary to the public interest.

The APA generally requires that rules
be published not less than 30 days
before their effective dates. See 5 U.S.C.
553(d). As with the notice and comment
requirement, however, the APA allows
an exception when “otherwise provided
by the agency for good cause found and
published with the rule.” 5 U.S.C.
553(d)(3). The Bureau finds that there is
good cause for providing less than 30
days notice here. A delayed effective
date would harm consumers and
regulated entities by needlessly
perpetuating discrepancies between the
amended statutory text and the
implementing regulation, thereby
hindering compliance and prolonging
uncertainty regarding the applicable
regulatory framework.10

In addition, delaying the effective
date of the interim final rule for 30 days
would provide no practical benefit to

10 This interim final rule is one of 14 companion
rulemakings that together restate and recodify the
implementing regulations under 14 existing
consumer financial laws (part III.C, below, lists the
14 laws involved). In the interest of proper
coordination of this overall regulatory framework,
which includes numerous cross-references among
some of the regulations, the Bureau is establishing
the same effective date of December 30, 2011 for
those rules published on or before that date and
making those published thereafter (if any) effective
immediately.
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regulated entities in this context and in
fact could operate to their detriment. As
discussed above, the interim final rule
published today does not impose any
new, substantive obligations on
regulated entities. Instead, the rule
makes only non-substantive, technical
changes to the existing text of the
regulation. Thus, regulated entities that
are already in compliance with the
existing rules will not need to modify
business practices as a result of this
rule. To the extent that one-time
modifications to forms are required, the
Bureau has provided an ample
implementation period to allow
appropriate advance notice and
facilitate compliance without
suspending the benefits of the interim
final rule during the intervening period.

C. Section 1022(b)(2) of the Dodd-Frank
Act

In developing the interim final rule,
the Bureau has conducted an analysis of
potential benefits, costs, and impacts.1?
The Bureau believes that the interim
final rule will benefit consumers and
covered persons by updating and
recodifying Regulations J, K, and L to
reflect the transfer of authority to the
Bureau and certain other changes
mandated by the Dodd-Frank Act. This
will help facilitate compliance with
ILSA and its implementing regulations
and help reduce any uncertainty
regarding the applicable regulatory
framework. Although the interim final
rule will require covered entities to
modify certain disclosures to reflect the
transfer of authority to the Bureau, as
discussed below, the interim final rule
will not impose any new substantive
obligations on consumers or covered
persons and is not expected to have any
impact on consumers’ access to
consumer financial products and
services.

As discussed above in part II of this
SUPPLEMENTARY INFORMATION, the

11 Section 1022(b)(2)(A) of the Dodd-Frank Act
addresses the consideration of the potential benefits
and costs of regulation to consumers and covered
persons, including the potential reduction of access
by consumers to consumer financial products or
services; the impact on depository institutions and
credit unions with $10 billion or less in total assets
as described in section 1026 of the Dodd-Frank Act;
and the impact on consumers in rural areas. Section
1022(b)(2)(B) requires that the Bureau “‘consult with
the appropriate prudential regulators or other
Federal agencies prior to proposing a rule and
during the comment process regarding consistency
with prudential, market, or systemic objectives
administered by such agencies.” The manner and
extent to which these provisions apply to interim
final rules and to benefits, costs, and impacts that
are compelled by statutory changes rather than
discretionary Bureau action is unclear.
Nevertheless, to inform this rulemaking more fully,
the Bureau performed the described analyses and
consultations.

interim final rule republishes 31 model
forms and clauses with references to
HUD replaced with the Bureau and
HUD addresses replaced with Bureau
addresses. To implement these changes,
covered entities may need to make one-
time revisions to document templates
they use for ILSA compliance. The
Bureau believes that costs for these
changes will be minimal. It is the
Bureau’s understanding that a small set
of entities maintain these forms and do
so in accessible templates which can
easily be modified on in-house
computers.

The interim final rule will have no
unique impact on depository
institutions or credit unions with $10
billion or less in assets as described in
section 1026(a) of the Dodd-Frank Act.
Also, the interim final rule will have no
unique impact on rural consumers.

In undertaking the process of
recodifying Regulations ], K, and L, as
well as regulations implementing
thirteen other existing consumer
financial laws,*2 the Bureau consulted
the Federal Deposit Insurance
Corporation, the Office of the
Comptroller of the Currency, the
National Credit Union Administration,
the Board of Governors of the Federal
Reserve System, the Federal Trade
Commission, and the Department of
Housing and Urban Development,
including with respect to consistency
with any prudential, market, or systemic
objectives that may be administered by
such agencies.'3 The Bureau also has
consulted with the Office of
Management and Budget for technical
assistance. The Bureau expects to have
further consultations with the
appropriate Federal agencies during the
comment period.

IV. Request for Comment

Although notice and comment
rulemaking procedures are not required,

12 The fourteen laws implemented by this and its
companion rulemakings are: the Consumer Leasing
Act, the Electronic Fund Transfer Act (except with
respect to section 920 of that Act), the Equal Credit
Opportunity Act, the Fair Credit Reporting Act
(except with respect to sections 615(e) and 628 of
that act), the Fair Debt Collection Practices Act,
Subsections (b) through (f) of section 43 of the
Federal Deposit Insurance Act, sections 502 through
509 of the Gramm-Leach-Bliley Act (except for
section 505 as it applies to section 501(b)), the
Home Mortgage Disclosure Act, the Real Estate
Settlement Procedures Act, the S.A.F.E. Mortgage
Licensing Act, the Truth in Lending Act, the Truth
in Savings Act, section 626 of the Omnibus
Appropriations Act, 2009, and the Interstate Land
Sales Full Disclosure Act.

131n light of the technical but voluminous nature
of this recodification project, the Bureau focused
the consultation process on a representative sample
of the recodified regulations, while making
information on the other regulations available. The
Bureau expects to conduct differently its future
consultations regarding substantive rulemakings.

the Bureau invites comments on this
notice. Commenters are specifically
encouraged to identify any technical
issues raised by the rule. The Bureau is
also seeking comment in response to a
notice published at 76 FR 75825 (Dec.
5, 2011) concerning its efforts to identify
priorities for streamlining regulations
that it has inherited from other Federal
agencies to address provisions that are
outdated, unduly burdensome, or
unnecessary.

V. Regulatory Flexibility Act

The Regulatory Flexibility Act (RFA),
as amended by the Small Business
Regulatory Enforcement Fairness Act of
1996, requires each agency to consider
the potential impact of its regulations on
small entities, including small
businesses, small governmental units,
and small not-for-profit organizations.14
The RFA generally requires an agency to
conduct an initial regulatory flexibility
analysis (IRFA) and a final regulatory
flexibility analysis (FRFA) of any rule
subject to notice-and-comment
rulemaking requirements, unless the
agency certifies that the rule will not
have a significant economic impact on
a substantial number of small entities.1?
The Bureau also is subject to certain
additional procedures under the RFA
involving the convening of a panel to
consult with small business
representatives prior to proposing a rule
for which an IRFA is required.16

The IRFA and FRFA requirements
described above apply only where a
notice of proposed rulemaking is
required,? and the panel requirement
applies only when a rulemaking
requires an IRFA.18 As discussed above
in part III, a notice of proposed
rulemaking is not required for this
rulemaking.

In addition, as discussed above, this
interim final rule has only a minor
impact on entities subject to Regulations
J, K, and L. The rule imposes no new,
substantive obligations on covered
entities and will require only minor,
one-time adjustments to certain model
forms, as discussed in part III above.
Accordingly, the undersigned certifies
that this interim final rule will not have
a significant economic impact on a
substantial number of small entities.

VI. Paperwork Reduction Act

The Bureau may not conduct or
sponsor, and a respondent is not
required to respond to, an information

145 U.S.C. 601 et seq.

155 U.S.C. 603, 604.

165 U.S.C. 609.

175 U.S.C. 603(a), 604(a); 5 U.S.C. 553(b)(B).
185 U.S.C. 609(b).
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collection unless it displays a currently
valid Office of Management and Budget
(OMB) control number. This rule
contains information collection
requirements under the Paperwork
Reduction Act (PRA), which have been
previously approved by OMB, and the
ongoing PRA burden for which is
unchanged by this rule. There are no
new information collection
requirements in this interim final rule.
The Bureau’s OMB control number for
this information collection is: 3170—
0012.

List of Subjects in 12 CFR Parts 1010,
1011 and 1012

Land registration; Reporting
requirements; Certification of
substantially equivalent state law;
Purchasers’ revocation rights; Unlawful
sales practices; Advertising disclaimers;
Filing assistance; and Adjudicatory
proceedings.

Authority and Issuance

For the reasons set forth in the
preamble, the Bureau of Consumer
Financial Protection adds parts 1010,
1011, and 1012 to Chapter X in Title 12
of the Code of Federal Regulations to
read as follows:

m 1. Add Part 1010 to read as follows:

PART 1010—LAND REGISTRATION
(REGULATION J)

Subpart A—General Requirements

Sec.
1010.1
1010.2
1010.3
1010.4
1010.5
1010.6
1010.7
1010.8
1010.9
1010.10
1010.11

Definitions.

[Reserved]

General applicability.
Exemptions—general.
Statutory exemptions.

One hundred lot exemption.
Twelve lot exemption.
Scattered site subdivisions.
Twenty acre lots.

Manufactured home exemption.

1010.12 Intrastate exemption.

1010.13 Metropolitan Statistical Area
(MSA) exemption.

1010.14 Regulatory exemptions.

1010.15 Regulatory exemption—multiple
site subdivision—determination
required.

1010.16 Regulatory exemption—
determination required.

1010.17 Advisory opinion.

1010.18 No action letter.

1010.19 [Reserved]

1010.20 Requirements for registering a
subdivision—Statement of Record—
filing and form.

1010.21 Effective dates.

1010.22 Statement of record—initial or
consolidated.

1010.23 Amendment—filing and form.

1010.24-1010.28 [Reserved]

1010.29 Use of property report—
misstatements, omissions or

Single-family residence exemption.

representation of Bureau approval
prohibited.

1010.35 Payment of fees.

1010.45 Suspensions.

Subpart B—Reporting Requirements

1010.100 Statement of Record—format.

1010.101 [Reserved]

1010.102 General instructions for
completing the Statement of Record.

1010.103 Developer obligated
improvements.

1010.104 [Reserved]

1010.105 Cover page.

1010.106 Table of contents.

1010.107 Risks of buying land.

1010.108 General information.

1010.109 Title to the property and land use.

1010.110 Roads.

1010.111 Utilities.

1010.112 Financial information.

1010.113 Local services.

1010.114 Recreational facilities.

1010.115 Subdivision characteristics and
climate.

1010.116 Additional information.

1010.117 Cost sheet, signature of Senior
Executive Officer

1010.118 Receipt, agent certification and
cancellation page.

1010.200 Instructions for Statement of
Record, Additional Information and
Documentation.

1010.201-1010.207 [Reserved]

1010.208 General information.

1010.209 Title and land use.

1010.210 Roads.

1010.211 Utilities.

1010.212 Financial information.

1010.214 Recreational facilities.

1010.215 Subdivision characteristics and
climate.

1010.216 Additional information.

1010.219 Affirmation.

1010.310 Annual report of activity.

Subpart C—Certification of Substantially
Equivalent State Law

1010.500 General.

1010.503 Notice of certification.

1010.504 Cooperation among certified
states and between certified states and
the Director.

1010.505 Withdrawal of state certification.

1010.506 State/Federal filing requirements.

1010.507 Effect of suspension or
withdrawal of certification granted under
§1010.501(a): Full disclosure
requirement.

1010.508 Effect of suspension of
certification granted under § 1010.501(b):
Sufficient protection requirement.

1010.552 Previously accepted state filings.

1010.556 Previously accepted state filings—
amendments and consolidations.

1010.558 Previously accepted state filings—
notice of revocation rights on property
report cover page.

1010.559 Previously accepted state filings—
notice of revocation rights in contracts
and agreements.

Appendix to Part 1010: Standard and Model
Forms and Clauses

Authority: 12 U.S.C. 5512, 5581; 15 U.S.C.
1718.

Subpart A—General Requirements

§1010.1 Definitions.

(a) Statutory terms. All terms are used
in accordance with their statutory
meaning in 15 U.S.C. 1702, unless
otherwise defined in paragraph (b) of
this section or elsewhere in this part.

(b) Other terms. As used in this part:

Act means the Interstate Land Sales
Full Disclosure Act, 15 U.S.C. 1701.

Advisory opinion means the formal
written opinion of the Director as to
jurisdiction in a particular case or the
applicability of an exemption under
§§1010.5 through 1010.15, based on
facts submitted to the Director.

Available for use means that in
addition to being constructed, the
subject facility is fully operative and
supplied with any materials and staff
necessary for its intended purpose.

Beneficial property restrictions means
restrictions that are enforceable by the
lot owners and are designed to control
the use of the lot and to preserve or
enhance the environment and the
aesthetic and economic value of the
subdivision.

Date of filing means the date a
Statement of Record, amendment, or
consolidation, accompanied by the
applicable fee, is received by the
Director.

Good faith estimate means an
estimate based on documentary
evidence. In the case of cost estimates,
the documentation may be obtained
from the suppliers of the services. In the
case of estimates of completion dates,
the documentation may be actual
contracts let, engineering schedules, or
other evidence of commitments to
complete the amenities.

ILSRP means the Interstate Land Sales
Registration Program.

Lot means any portion, piece,
division, unit, or undivided interest in
land located in any state or foreign
country, if the interest includes the right
to the exclusive use of a specific portion
of the land.

Owner means the person or entity
who holds the fee title to the land and
has the power to convey that title to
others.

Parent corporation means that entity
which ultimately controls the
subsidiary, even though the control may
arise through any series or chain of
other subsidiaries or entities.

Principal means any person or entity
holding at least a 10 percent financial or
ownership interest in the developer or
owner, directly or through any series or
chain of subsidiaries or other entities.

Rules means all rules adopted
pursuant to the Act, including the
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general requirements published in this
part.

Sale means any obligation or
arrangement for consideration to
purchase or lease a lot directly or
indirectly. The terms ‘‘sale” or “seller”
include in their meanings the terms
“lease”” and “‘lessor”.

Senior Executive Officer means the
individual of highest rank responsible
for the day-to-day operations of the
developer and who has the authority to
bind or commit the developing entity to
contractual obligations.

Site means a group of contiguous lots,
whether such lots are actually divided
or proposed to be divided. Lots are
considered to be contiguous even
though contiguity may be interrupted by
aroad, park, small body of water,
recreational facility, or any similar
object.

Start of construction means breaking
ground for building a facility, followed
by diligent action to complete the
facility.

§1010.2 [Reserved]

§1010.3 General applicability.

Except in the case of an exempt
transaction, a developer may not sell or
lease lots in a subdivision, making use
of any means or instruments of
transportation or communication in
interstate commerce, or of the mails,
unless a Statement of Record is in effect
in accordance with the provisions of
this part. In non-exempt transactions,
the developer must give each purchaser
a printed Property Report, meeting the
requirements of this part, in advance of
the purchaser’s signing of any contract
or agreement for sale or lease.
Information collection requirements
contained in this part have been
approved by the Office of Management
and Budget under the provisions of 44
U.S.C. 3501 et seq. and have been
assigned OMB Control No. 3170-0012.

§1010.4 Exemptions—general.

(a) The exemptions available under
§§1010.5 through 1010.16 are not
applicable when the method of sale,
lease or other disposition of land or an
interest in land is adopted for the
purpose of evasion of the Act.

(b) With the exception of the sales or
leases which are exempt under § 1010.5,
the anti-fraud provisions of the Act (15
U.S.C. 1703(a)(2)) apply to exempt
transactions. The anti-fraud provisions
make it unlawful for a developer or
agent to employ any device, scheme, or
artifice to:

(1) Defraud;

(2) To obtain money or property by
means of any untrue statement of a
material fact, or

(3) To omit to state a material fact
necessary in order to make the
statements made not misleading, with
respect to any information pertinent to
the lot or subdivision; or

(4) To engage in any transaction,
practice, or course of business which
operates or would operate as a fraud or
deceit upon a purchaser.

(c) The anti-fraud provisions of the
Act require that certain representations
be included in the contract in
transactions which are not exempt
under § 1010.5. Specifically, the Act
requires that if a developer or agent
represents that roads, sewers, water, gas
or electric service or recreational
amenities will be provided or completed
by the developer, the contract must
stipulate that the services or amenities
will be provided or completed. See
§1011.15(f).

(d) Eligibility for exemptions available
under §§1010.5 through 1010.14 is self-
determining. With the exception of the
exemptions available under §§1010.15
and 1010.16, a developer is not required
to file notice with or obtain the approval
of the Director in order to take
advantage of an exemption. If a
developer elects to take advantage of an
exemption, the developer is responsible
for maintaining records to demonstrate
that the requirements of the exemption
have been met.

(e) A developer may present evidence,
or otherwise discuss, in an informal
hearing before the Office of Nonbank
Supervision, the Bureau’s position on
the jurisdiction or non-exempt status of
a particular subdivision.

§1010.5 Statutory exemptions.

A listing of the statutory exemptions
is contained in 15 U.S.C. 1703. In
accordance with 15 U.S.C. 1703(a)(2), if
the sale involves a condominium or
multi-unit construction, a presale clause
conditioning the sale of a unit on a
certain percentage of sales of other units
is permissible if it is legally binding on
the parties and is for a period not to
exceed 180 days. However, the 180-day
provision cannot extend the 2-year
period for performance. The permissible
180 days is calculated from the date the
first purchaser signs a sales contract in
the project or, if a phased project, from
the date the first purchaser signs the
first sales contract in each phase.

§1010.6 One hundred lot exemption.

The sale of lots in a subdivision is
exempt from the registration
requirements of the Act if, since April
28, 1969, the subdivision has contained
fewer than 100 lots, exclusive of lots
which are exempt from jurisdiction
under § 1010.5. In the sale of lots in the

subdivision that are not exempt under
§1010.5, the developer must comply
with the Act’s anti-fraud provisions, set
forth in § 1010.4(b) and (c).

§1010.7 Twelve lot exemption.

(a) The sale of lots is exempt from the
registration requirements of the Act if,
beginning with the first sale after June
20, 1980, no more than twelve lots in
the subdivision are sold in the
subsequent twelve-month period.
Thereafter, the sale of the first twelve
lots is exempt from the registration
requirements if no more than twelve lots
were sold in each previous twelve
month period which began with the
anniversary date of the first sale after
June 20, 1980.

(b) A developer may apply to the
Director to establish a different twelve
month period for use in determining
eligibility for the exemption and the
Director may allow the change if it is for
good cause and consistent with the
purpose of this section.

(c) In determining eligibility for this
exemption, all lots sold or leased in the
subdivision after June 20, 1980, are
counted, whether or not the transactions
are otherwise exempt. Sales or leases
made prior to June 21, 1980, are not
considered in determining eligibility for
the exemption.

(d) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.8 Scattered site subdivisions.

(a) The sale of lots in a subdivision
consisting of noncontiguous parts is
exempt from the registration
requirements of the Act if:

(1) Each noncontiguous part of the
subdivision contains twenty or fewer
lots; and

(2) Each purchaser or purchaser’s
spouse makes a personal, on-the-lot
inspection of the lot purchased prior to
signing a contract.

(b) For purposes of this exemption,
interruptions such as roads, parks, small
bodies of water or recreational facilities
do not serve to break the contiguity of
parts of a subdivision.

(c) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.9 Twenty acre lots.

(a) The sale of lots in a subdivision is
exempt from the registration
requirements of the Act if, since April
28, 1969, each lot in the subdivision has
contained at least twenty acres. In
determining eligibility for the
exemption, easements for ingress and
egress or public utilities are considered
part of the total acreage of the lot if the
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purchaser retains ownership of the
property affected by the easement.

(b) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.10 Single-family residence
exemption.

(a) General. The sale of a lot which
meets the requirements specified under
paragraphs (b) and (c) of this section is
exempt from the registration
requirements of the Act.

(b) Subdivision requirements. (1) The
subdivision must meet all local codes
and standards.

(2) In the promotion of the
subdivision there must be no offers, by
direct mail or telephone solicitation, of
gifts, trips, dinners or use of similar
promotional techniques to induce
prospective purchasers to visit the
subdivision or to purchase a lot.

(c) Lot requirements. (1) The lot must
be located within a municipality or
county where a unit of local government
or the state specifies minimum
standards in the following areas for the
development of subdivision lots taking
place within its boundaries:

(i) Lot dimensions.

(ii) Plat approval and recordation.
(iii) Roads and access.

(iv) Drainage.

(v) Flooding.

(vi) Water supply.

(vii) Sewage disposal.

(2) Each lot sold under the exemption
must be either zoned for single-family
residences or, in the absence of a zoning
ordinance, limited exclusively by
enforceable covenants or restrictions to
single-family residences. Manufactured
homes, townhouses, and residences for
one-to-four family use are considered
single-family residences for purposes of
this exemption provision.

(3) The lot must be situated on a
paved street or highway which has been
built to standards established by the
state or the unit of local government in
which the subdivision is located. If the
roads are to be public roads they must
be acceptable to the unit of local
government that will be responsible for
maintenance. If the street or highway is
not complete, the developer must post
a bond or other surety acceptable to the
municipality or county in the full
amount of the cost of completing the
street or highway to assure completion
to local standards. For purposes of this
exemption, paved means concrete or
pavement with a bituminous surface
that is impervious to water, protects the
base and is durable under the traffic
load and maintenance contemplated.

(4) The unit of local government or a
homeowners association must have

accepted or be obligated to accept the
responsibility for maintaining the street
or highway upon which the lot is
situated. In any case in which a
homeowners association has accepted or
is obligated to accept maintenance
responsibility, the developer must, prior
to signing of a contract or agreement to
purchase, provide the purchaser with a
good faith written estimate of the cost of
carrying out the responsibility over the
first ten years of ownership.

(5) At the time of closing, potable
water, sanitary sewage disposal, and
electricity must be extended to the lot
or the unit of local government must be
obligated to install the facilities within
180 days following closing. For
subdivisions which will not have a
central water or sewage disposal system,
there must be assurances that an
adequate potable water supply is
available year-round and that the lot is
approved for the installation of a septic
tank.

(6) The contract of sale must require
delivery within 180 days after the
signing of the sales contract of a
warranty deed, which at the time of
delivery is free from monetary liens and
encumbrances. If a warranty deed is not
commonly used in the jurisdiction
where the lot is located, a deed or grant
which warrants that the seller has not
conveyed the lot to another person may
be delivered in lieu of a warranty deed.
The deed or grant used must warrant
that the lot is free from encumbrances
made by the seller or any other person
claiming by, through, or under the
seller.

(7) At the time of closing, a title
insurance binder or title opinion
reflecting the condition of title must be
in existence and issued or presented to
the purchaser showing that, subject only
to exceptions which are approved in
writing by the purchaser at the time of
closing, marketable title to the lot is
vested in the seller.

(8) The purchaser or purchaser’s
spouse must make a personal, on-the-lot
inspection of the lot purchased prior to
signing a contract or agreement to
purchase.

(d) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.11

(a) The sale of a lot is exempt from the
registration requirements of the Act
when the following eligibility
requirements are met:

(1) The lot is sold as a homesite by
one party and a manufactured home is
sold by another party and the contracts
of sale:

Manufactured home exemption.

(i) Obligate the sellers to perform,
contingent upon the other seller
carrying out its obligations so that a
completed manufactured home will be
erected on a completed homesite within
two years after the date the purchaser
signed the contract to purchase the lot;

(ii) Provide that all funds received by
the sellers are to be deposited in escrow
accounts independent of the sellers
until the transactions are completed;

(iii) Provide that funds received by
the sellers will be released to the buyer
upon demand if the lot on which the
manufactured home has been erected is
not conveyed within two years; and

(iv) Contain no provisions which
restrict the purchaser’s remedy of
bringing suit for specific performance.

(2) The homesite is developed in
conformance with all local codes and
standards, if any, for manufactured
home subdivisions.

(3) At the time of closing:

(i) Potable water and sanitary sewage
disposal are available to the homesite
and electricity has been extended to the
lot line;

(ii) The homesite is accessible by
roads;

(iii) The purchaser receives
marketable title to the lot; and

(iv) Other common facilities
represented in any manner by the
developer or agent to be provided are
completed or there are letters of credit,
cash escrows or surety bonds in the
form acceptable to the local government
in an amount equal to 100 percent of the
estimated cost of completion. Corporate
bonds are not acceptable for purposes of
the exemption.

(4) For purposes of this section, a
manufactured home is a unit receiving
a label in conformance with U.S.
Department of Housing and Urban
Development (HUD) regulations
implementing the National
Manufactured Housing Construction
and Safety Standards Act of 1974 (42
U.S.C. 5401).

(b) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.12 Intrastate exemption.

(a) Eligibility requirements. The sale
of a lot is exempt from the registration
requirements of the Act if the following
requirements are met:

(1) The sale of lots in the subdivision
after December 20, 1979, is restricted
solely to residents of the state in which
the subdivision is located unless the
sale is exempt under § 1010.5,
§1010.11, or § 1010.13.

(2) The purchaser or purchaser’s
spouse makes a personal on-the-lot
inspection of the lot to be purchased
before signing a contract.
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(3) Each contract:

(i) Specifies the developer’s and
purchaser’s responsibilities for
providing and maintaining roads, water
and sewer facilities and any existing or
promised amenities;

(ii) Contains a good faith estimate of
the year in which the roads, water and
sewer facilities and promised amenities
will be completed; and

(iii) Contains a non-waivable
provision giving the purchaser the
opportunity to revoke the contract until
at least midnight of the seventh calendar
day following the date the purchaser
signed the contract. If the purchaser is
entitled to a longer revocation period by
operation of state law, that period
becomes the Federal revocation period
and the contract must reflect the
requirements of the longer period.

(4) The lot being sold is free and clear
of all liens, encumbrances and adverse
claims except the following:

(i) Mortgages or deeds of trust which
contain release provisions for the
individual lot purchased if:

(A) The contract of sale obligates the
developer to deliver, within 180 days, a
warranty deed (or its equivalent under
local law), which at the time of delivery
is free from any monetary liens or
encumbrances; and

(B) The purchaser’s payments are
deposited in an escrow account
independent of the developer until a
deed is delivered.

(ii) Liens which are subordinate to the
leasehold interest and do not affect the
lessee’s right to use or enjoy the lot.

(iii) Property reservations which are
for the purpose of bringing public
services to the land being developed,
such as easements for water and sewer
lines.

(iv) Taxes or assessments which
constitute liens before they are due and
payable if imposed by a state or other
public body having authority to assess
and tax property or by a property
owners’ association.

(v) Beneficial property restrictions
that are mutually enforceable by the lot
owners in the subdivision. Restrictions,
whether separately recorded or
incorporated into individual deeds,
must be applied uniformly to every lot
or group of lots. To be considered
beneficial and enforceable, any
restriction or covenant that imposes an
assessment on lot owners must apply to
the developer on the same basis as other
lot owners. Developers who maintain
control of a subdivision through a
Property Owners’ Association,
Architectural Control Committee,
restrictive covenant or otherwise, shall
transfer such control to the lot owners
no later than when the developer ceases

to own a majority of total lots in, or
planned for, the subdivision.
Relinquishment of developer control
shall require affirmative action, usually
in the form of an election based upon
one vote per lot.

(vi) Reservations contained in United
States land patents and similar Federal
grants or reservations.

(5) Prior to the sale the developer
discloses in a written statement to the
purchaser all qualifying liens,
reservations, taxes, assessments and
restrictions applicable to the lot
purchased. The developer must obtain a
written receipt from the purchaser
acknowledging that the statement
required by this subparagraph was
delivered to the purchaser.

(6) Prior to the sale the developer
provides in a written statement good
faith estimates of the cost to the
purchaser of providing electric, water,
sewer, gas and telephone service to the
lot. The estimates for unsold lots must
be updated every two years or more
frequently if the developer has reason to
believe that significant cost increases
have occurred. The dates on which the
estimates were made must be included
in the statement. The developer must
obtain a written receipt from the
purchaser acknowledging that the
statement required by this subparagraph
was delivered to the purchaser.

(b) Intrastate Exemption Statement.
To satisfy the requirements of
paragraphs (a)(5) and (6) of this section,
an Intrastate Exemption Statement
containing the information prescribed in
each such paragraph shall be given to
each purchaser. A State-approved
disclosure document may be used to
satisfy this requirement if all the
information required by paragraphs
(a)(5) and (6) of this section is included
in this disclosure. In such a case, the
developer must obtain a written receipt
from the purchaser and comply with all
other requirements of the exemption. To
be acceptable for purposes of the
exemption, the statement(s) given to
purchasers must contain neither
advertising nor promotion on behalf of
the developer or subdivision nor
references to the Bureau of Consumer
Financial Protection or the Consumer
Financial Protection Bureau. A sample
Intrastate Exemption Statement is
included in the exemption guidelines.

(c) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.13 Metropolitan Statistical Area
(MSA) exemption.

(a) Eligibility requirements. The sale
of a lot which meets the following

requirements is exempt from
registration requirements of the Act:

(1) The lot is in a subdivision which
contains fewer than 300 lots and has
contained fewer than 300 lots since
April 28, 1969.

(2) The lot is located within a
Metropolitan Statistical Area (MSA) as
defined by the Office of Management
and Budget and characterized in
paragraph (b) of this section.

(3) The principal residence of the
purchaser is within the same MSA as
the subdivision.

(4) The purchaser or purchaser’s
spouse makes a personal on-the-lot
inspection of the lot to be purchased
prior to signing a contract or agreement.

(5) Each contract:

(i) Specifies the developer’s and
purchaser’s responsibilities for
providing and maintaining roads, water
and sewer facilities and any existing or
promised amenities;

(ii) Contains a good faith estimate of
the year in which the roads, water and
sewer facilities and promised amenities
will be completed;

(iii) Contains a nonwaivable provision
giving the purchaser the opportunity to
revoke the contract until at least
midnight of the seventh calendar day
following the date the purchaser signed
the contract, or, if the purchaser is
entitled to a longer revocation period by
operation of state law, that period
becomes the Federal revocation period
and the contract must reflect the
requirements of the longer period.

(6) The lot being sold must be free and
clear of liens such as mortgages, deeds
of trust, tax liens, mechanics’ liens, or
judgments. For purposes of this
exemption, the term liens does not
include the following:

(i) Mortgages or deeds of trust which
contain release provisions for the
individual lot purchased if:

(A) The contract of sale obligates the
developer to deliver, within 180 days, a
warranty deed (or its equivalent under
local law), which at the time of delivery
is free from any monetary liens or
encumbrances; and

(B) The purchaser’s payments are
deposited in an escrow account
independent of the developer until a
deed is delivered.

(ii) Liens which are subordinate to the
leasehold interest and do not affect the
lessee’s right to use or enjoy the lot.

(iii) Property reservations which are
for the purpose of bringing public
services to the land being developed,
such as easements for water and sewer
lines.

(iv) Taxes or assessments which
constitute liens before they are due and
payable if imposed by a state or other
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public body having authority to assess
and tax property or by a property
owners’ association.

(v) Beneficial property restrictions
that are mutually enforceable by the lot
owners in the subdivision. Restrictions,
whether separately recorded or
incorporated into individual deeds,
must be applied uniformly to every lot
or group of lots. To be considered
beneficial and enforceable, any
restriction or covenant that imposes an
assessment on lot owners must apply to
the developer on the same basis as other
lot owners. Developers who maintain
control of a subdivision through a
Property Owners’ Association,
Architectural Control Committee,
restrictive covenants, or otherwise, shall
transfer such control to the lot owners
no later than when the developer ceases
to own a majority of total lots in, or
planned for, the subdivision.
Relinquishment of developer control
shall require affirmative action, usually
in the form of an election based upon
one vote per lot.

(vi) Reservations contained in United
States land patents and similar Federal
grants or reservations.

(7) Before the sale the developer gives
a written MSA Exemption Statement to
the purchaser and obtains a written
receipt acknowledging that the
statement was received. A sample MSA
Exemption Statement is included in the
exemption guidelines. A State-approved
disclosure document may be used to
satisfy this requirement if all of the
information required by this section is
included. The statement(s) given to
purchasers must contain neither
advertising nor promotion on behalf of
the developer or the subdivision nor
references to the Bureau of Consumer
Financial Protection or the Consumer
Financial Protection Bureau. In
descriptive and concise terms, the
statement that the developer must give
the purchaser shall disclose the
following:

(i) All liens, reservations, taxes,
assessments, beneficial property
restrictions which are enforceable by
other lot owners in the subdivision, and
adverse claims which are applicable to
the lot to be purchased.

(ii) Good faith estimates of the cost to
the purchaser of providing electric,
water, sewer, gas and telephone service
to the lot. The estimates for unsold lots
must be updated every two years, or
more frequently if the developer has
reason to believe that significant cost
increases have occurred. The dates on
which the estimates were made must be
included in the statement.

(8) The developer executes and gives
to the purchaser a written instrument

designating a person within the state of
residence of the purchaser as the
developer’s agent for service of process.
The developer must also acknowledge
in writing that it submits to the legal
jurisdiction of the state in which the
purchaser or lessee resides.

(9) The developer executes a written
affirmation for each sale made under
this exemption. By January 31 of each
year, the developer submits to the
Director a copy of the executed
affirmation for each sale made during
the preceding calendar year or a master
affirmation in which are listed all
purchasers’ names and addresses and
the identity of the lots purchased.
Individual affirmations must be
available for the Director’s review at all
times during the year. The affirmation
must be in the form provided in section
I of the appendix to this part: Form for
Developer’s Affirmation for Land Sale.

(b) Metropolitan Statistical Area.
Metropolitan Statistical Areas are
defined by the Office of Management
and Budget generally on the basis of
population statistics reported in a
census. To determine whether a
subdivision is located within an MSA
and the boundaries of an MSA, contact
the Office of Information and Regulatory
Affairs, Office of Management and
Budget, 726 Jackson Place NW.,
Washington, DC 20503.

(c) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c).

§1010.14 Regulatory exemptions.

(a) Eligibility requirements. The
following transactions are exempt from
the registration requirements of the Act
unless the Director has terminated the
exemption in accordance with
paragraph (b) of this section.

(1) The sale of lots, each of which will
be sold for less than $100, including
closing costs, if the purchaser will not
be required to purchase more than one
lot.

(2) The lease of lots for a term not to
exceed five years if the terms of the
lease do not obligate the lessee to renew.

(3) The sale of lots to a person who
is engaged in a bona fide land sales
business.

(4) The sale of a lot to a person who
owns the contiguous lot which has a
residential, commercial or industrial
building on it.

(5) The sale of real estate to a
government or government agency.

(6) The sale of a lot to a person who
has leased and resided primarily on the
lot for at least the year preceding the
sale.

(b) Termination. If the Director has
reasonable grounds to believe that

exemption from the registration
requirements in a particular case is not
in the public interest, the Director may,
after issuing a notice and giving the
respondent an opportunity to request a
hearing within fifteen days of receipt of
the notice, terminate eligibility for
exemption. The basis for issuing a
notice may be the conduct of the
developer or agent, such as unlawful
conduct or insolvency, or adverse
information about the lots or real estate
that should be disclosed to the
purchasers. Proceedings will be
governed by § 1012.238.

(c) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

§1010.15 Regulatory exemption—multiple
site subdivision—determination required.

(a) General. (1) The sale of lots
contained in multiple sites of fewer than
100 lots each, offered pursuant to a
single common promotional plan, is
exempt from the registration
requirements.

(2) For purposes of this exemption,
the sale of lots in an individual site that
exceeds 99 lots is not exempt from
registration. Likewise, the sale of lots in
a site containing fewer than 100 lots,
where the developer either owns
contiguous land or holds an option or
other evidence of intent to acquire
contiguous land which, when taken
cumulatively, would or could result in
one site of 100 or more lots, is not
exempt from registration. Furthermore,
the sale of lots that are within a
subdivision established by a separate
developer is not exempt from
registration by this provision.

(b) Eligibility requirements. The sale
of each lot must meet the following
requirements to be eligible for this
exemption.

(1) The lot is sold “as is” with all
advertised improvements and amenities
completed and in the condition
advertised.

(2) The lot is in conformance with all
local codes and standards.

(3) The lot is accessible, both legally
and physically. For lots which are
advertised or otherwise represented as
“residential,” either primary or
secondary, with any inference that a
permanent or temporary dwelling unit
of any description (excluding
collapsible tents) can be built or
installed, physical access must be
available by automobile, pick-up truck
or equivalent “on-road” vehicle.

(4) At the time of closing, a title
insurance binder or title opinion
reflecting the condition of title must be
issued to the purchaser showing that,
subject only to exceptions approved in



79494

Federal Register/Vol. 76, No. 245/ Wednesday, December 21, 2011/Rules and Regulations

writing by the purchaser at the time of
closing, marketable title is vested in the
seller.

(5) Each contract or agreement and
any promissory notes:

(i) Contain the non-waivable
provision found in section II of the
appendix to this part: Language
Notifying Buyer of Option to Cancel
Contract in bold face type (which must
be distinguished from the type used for
the rest of the document) on the face or
signature page above all signatures. If
the purchaser is entitled to a longer
revocation period by operation of state
or local law, that period becomes the
Federal revocation period and the
contract must reflect the requirement of
the longer period rather than the seven
days. The revocation provisions may not
be limited or qualified in the contract or
other document by requiring a specific
type of notice or by requiring that notice
be given at a specified place.

(ii) Obligate the developer to deliver,
within 180 days, a warranty deed (or its
equivalent under local law) for the lot
which at the time of delivery is free
from any monetary liens or
encumbrances.

(6) The purchaser or purchaser’s
spouse makes a personal on-the-lot
inspection of the lot to be purchased
before signing a contract.

(7) The purchaser’s payments are
deposited in an escrow account
independent of the developer until a
deed is delivered.

(8) Prior to the purchaser signing a
contract or agreement of sale, the
developer discloses in a written Lot
Information Statement all liens,
reservations, taxes, assessments,
easements and restrictions applicable to
the lot purchased (see paragraph (b)(11)
of this section).

(9) Prior to the purchaser signing a
contract or agreement of sale, the
developer discloses in a written Lot
Information Statement the name,
address and telephone number of the
local governmental agency or agencies
from which information on permits or
other requirements for water, sewer and
electrical installations can be obtained.
This Statement will also contain the
name, address and telephone number of
the suppliers which would or could
provide the foregoing services.

(10) The lot sale must comply with
the anti-fraud provisions of 12 CFR
1010.4(b) and (c) and the sales practices
and standards in §§1011.10 through
1011.28.

(11) A written Lot Information
Statement must be delivered to, and
acknowledged by, each purchaser prior
to his or her signing a contract or
agreement of sale, and must contain the

information shown in the format below.
The Statement must be typed or printed
in at least 10 point font. A copy of the
acknowledgement will be maintained by
the developer for three years and will be
made available to ILSRP upon request.
If the Statement is not delivered as
required, the contract or agreement of
sale may be revoked and a full refund
paid, at the option of the purchaser,
within two years of the signing date and
the contract or agreement of sale will
clearly provide this right. A sample
format for the Statement is provided in
section III of the appendix to this part:
Sample Lot Information Statement and
Sample Receipt.

(c) Request for Multiple Site
Subdivision Exemption. (1) The
developer must file a request for the
Multiple Site Subdivision Exemption.
The request must be accompanied by a
filing fee of $500 (prepared in
accordance with §1010.35(a)) and a
sample Lot Information Statement,
substantially in the form set forth in
section IV of the appendix to this part:
Request for Multiple Site Subdivision
Exemption.

(2) This exemption will become
effective upon issuance of an Exemption
Order by the Director.

(d) Annual Report. (1) By January 31
of each year the developer will send a
report to the Director listing each site
and its location available for a sale
pursuant to the exemption during the
preceding year and indicate the number
of lot sales made in each site. The report
will describe any changes in the
information provided in the Request for
the Multiple Site Subdivision
Exemption or contain a statement that
there are no changes.

(2) The Annual Report must be
accompanied by a filing fee of $100.

(3) The Annual Report must be signed
and dated by the developer, attesting to
its completeness and accuracy.

(4) Failure to submit the Annual
Report within ten days after the receipt
of notice from the Director will
automatically terminate eligibility for
the exemption as of the Report due date.

(e) Termination. If, subsequent to the
issuance of an Exemption Order, the
Director has reasonable grounds to
believe that exemption from the
registration requirements in the
particular case is not in the public
interest, the Director may, after issuing
a notice and giving the respondent an
opportunity to request a hearing within
fifteen days of receipt of the notice,
terminate the exemption order. The
basis for issuing a notice may be
apparent omissions or
misrepresentations in the documents
submitted to the Director, the conduct of

the developer or agent, such as unlawful
conduct or insolvency, or adverse
information about the real estate that
should be disclosed to purchasers.
Proceedings will be governed by
§1012.238.

§1010.16 Regulatory exemption—
determination required.

(a) General. The Director may exempt
from the registration requirements of the
Act any subdivision or lots in a
subdivision by issuing an order in
writing if it is determined that
registration is not necessary in the
public interest and for the protection of
purchasers on the basis of the small
amount or limited character of the
offering and the requirements contained
in paragraph (b) of this section.

(b) Eligibility requirements. An
exemption order may be issued at the
discretion of the Director on the basis of
the small amount or limited character of
the offering if the following
requirements are met:

(1) The subdivision or sales
substantially meet the requirements of
one of the exemptions available under
this chapter.

(2) Each contract:

(i) Specifies the developer’s and
purchaser’s responsibilities for
providing and maintaining roads, water
and sewer facilities and any existing or
promised amenities;

(ii) Contains a good faith estimate of
the year in which the roads, water and
sewer facilities and promised amenities
will be completed;

(iii) Contains a non-waivable
provision giving the purchaser the
opportunity to revoke the contract until
at least midnight of the seventh calendar
day following the date the purchaser
signed the contract. If the purchaser is
entitled to a longer revocation period by
operation of state law, that period
becomes the Federal revocation period
and the contract must reflect the
requirements of the longer period.

(iv) Contains a provision that
obligates the developer to deliver to the
purchaser within 180 days of the date
the purchaser signed the sales contract,
a warranty deed, or its equivalent under
local law, which at the time of delivery
is free from any monetary liens or
encumbrances.

(3) The purchaser or purchaser’s
spouse makes a personal on-the-lot
inspection of the lot to be purchased
before signing a contract.

(4) The developer files a request for an
exemption order and supporting
documentation in accordance with
paragraphs (c) and (d) of this section
and submits a filing fee of $500.00 in
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accordance with §1010.35(a) of this
part. This fee is not refundable.

(c) Request. The request for an
Exemption Order must be substantially
in the format set forth in section V of the
appendix to this part: Request for
Regulatory Exemption Order.

(d) Supporting documentation. A
request for an exemption order must be
accompanied by the following
documentation:

(1) A plat of the entire subdivision
with the lots subject to the exemption
request delineated thereon.

(2) A copy of the contract to be used.

(3) A clear and specific statement
detailing how the proposed sales of lots
subject to the exemption request
substantially complies with one of the
available exemption provisions.

(4) A description of the method by
which the lots have been and will be
promoted and to which population
centers the promotion has been and will
be directed.

(e) The sale must also comply with
the anti-fraud provisions of § 1010.4(b)
and (c) of this part.

(f) Termination. If, subsequent to the
issuance of an exemption order, the
Director has reasonable grounds to
believe that exemption from the
registration requirements in the
particular case is not in the public
interest, the Director may, after issuing
a notice and giving the respondent an
opportunity to request a hearing within
fifteen days of receipt of the notice,
terminate the exemption order. The
basis for issuing a notice may be
apparent omissions or
misrepresentations in the documents
submitted to the Director, the conduct of
the developer or agent, such as unlawful
conduct or insolvency, or adverse
information about the real estate that
should be disclosed to purchasers.
Proceedings will be governed by
§1012.238.

§1010.17 Advisory opinion.

(a) General. A developer may request
an opinion from the Director as to
whether an offering qualifies for an
exemption or is subject to the
jurisdiction of the Act.

(b) Requirements. All requests for
Advisory Opinions must be
accompanied by the following:

(1) A $500.00 filing fee submitted in
accordance with §1010.35(a). This fee is
not refundable.

(2) A comprehensive description of
the conditions and operations of the
offering. There is no prescribed format
for submitting this information, but the
developer should at least cite the
applicable statutory or regulatory basis
for the exemption or lack of jurisdiction

and thoroughly explain how the offering
either satisfies the requirements for
exemption or falls outside the purview
of the Act.

(3) An affirmation as set forth in
section VI of the appendix to this part:
Developer’s Affirmation for Advisory
Opinion.

§1010.18 No Action Letter.

(a) If the sale of lots is subject to the
registration requirements of the Act but
the circumstances of the sale are such
that no affirmative action to enforce the
registration requirements is needed to
protect the public interest or
prospective purchasers, the Director
may issue a No Action Letter.

(b) To obtain a No Action Letter a
developer must submit a request which
includes a thorough description of the
proposed transaction, the property
involved, and the circumstances
surrounding the sale.

(c) The issuance of a No Action Letter
will not affect any right which a
purchaser has under the Act, and it will
not limit future action by the Director if
there is evidence to show that
affirmative action is necessary to protect
the public interest or prospective
purchasers. In no event will a No Action
Letter be issued after the sale has
occurred.

§1010.19 [Reserved]

§1010.20 Requirements for registering a
subdivision—Statement of Record—filing
and form.

(a) Filing. In order to register a
subdivision and receive an effective
date, the developer or owner of the
subdivision must file a Statement of
Record with the Director. The official
address to be used is: CFPB Interstate
Land Sales, c/o: Armedia LLC, 8221 Old
Courthouse Road, Suite 206, Vienna, VA
22182. When the Statement of Record is
filed, a fee in the amount set out in
§1010.35(b) must be paid in accordance
with §1010.35(a).

(b) Form. The Statement of Record
shall be in the format specified in
§1010.100 and shall be completed in
accordance with the instructions in
§§1010.102, 1010.105 through
1010.118, 1010.200, 1010.208 through
1010.216 and 1010.219. It shall be
supported by the documents required by
§§1010.208 through 1010.216 and
1010.219. It shall include any other
information or documents which the
Director may require as being necessary
or appropriate for the protection of
purchasers.

(c) State filings. A Statement of
Record submitted under the provisions
of 12 CFR part 1010, subpart C—
Certification of Substantially Equivalent

State Law, shall consist of the materials
designated by the Certification
Agreement between the Director and the
certified state in which the subdivision
is located.

§1010.21 Effective dates.

(a) General. The effective date of an
initial, consolidated or amended
Statement of Record is the 30th day after
the filing of the latest amendatory
material unless the Director notifies the
developer in writing prior to such 30th
day that:

(1) The effective date has been
suspended in accordance with
§1010.45(a), or

(2) An earlier effective date has been
determined.

(b) Suspension of effective date by
developer. (1) A developer, or owner,
may request that the effective date of its
Statement of Record be suspended,
provided there are no administrative
proceedings pending against either of
them at the time the request is
submitted. The request must include
any consolidations or amendments
which have been made to the initial
Statement of Record. Forms for this
purpose will be furnished by the
Director upon request.

(2) Upon acceptance by the Director,
the effectiveness of the Statement of
Record shall be suspended as of the date
the request was executed by the
developer or owner.

(3) The suspension shall continue
until the developer, or owner, submits
all amendments necessary to bring the
registration into full compliance with
the Regulations which are in effect on
the date of the amendments and the
Director allows those amendments to
become effective.

§1010.22 Statement of record—initial or
consolidated.

(a) Initial Statement of Record. (1)
Except in the case of exempt
transactions, an initial Statement of
Record shall be filed, and an effective
date issued, prior to selling or leasing
any lot in a subdivision.

(2) If a developer buys from another
developer 100 or more lots from an
existing registration, the new developer,
or owner, may have to submit a new
initial Statement of Record and receive
an effective date covering the acquired
lots prior to selling or leasing any of
those lots.

(3) Changes in principals due to a sale
of stock in a corporation or changes in
partners or joint venturers which are
accomplished in accordance with the
partnership or joint venture agreement
but which do not cause a change in the
title to the land in the subdivision may
be submitted as an amendment.
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(4) Any initial Statement of Record
must be accompanied by a fee, as
specified in § 1010.35(b), based upon
the number of lots sought to be
registered.

(b) Consolidated Statement of Record.
(1) If the developer intends to sell or
lease additional lots as part of the same
common promotional plan with lots
already registered, a consolidated
Statement of Record may be submitted
for the additional lots. A fee, as
specified in § 1010.35(b) and based on
the number of additional lots, must
accompany the submission. The
additional lots may not be sold or leased
until a new effective date is issued.

(2) If the additional lots are simply the
result of a replatting of lots previously
registered and enumerated in the
Property Report and do not include any
additional land, the change may be
made by an amendment. However, the
amendment must be accompanied by a
fee, as specified in § 1010.35(b), based
on the number of additional lots.

(c) Consolidated Statement of
Record—Form. A consolidated
Statement of Record shall contain the
elements listed in paragraphs (c)(1)
through (4) of this section. Pages having
no changes and documents in previous
submissions which apply equally to the
additional lots may be included by
reference. However, the developer may,
at its option, submit the entire format
for an initial filing, including copies of
previously submitted documents, to
expedite the examination process.

(1) Those pages of the Property Report
portion and Additional Information and
Documentation portion which contain
changes which have occurred since the
last effective submission, and

(2) A recapitulation or listing of each
of the section headings, and
subheadings if necessary, of the
Additional Information and
Documentation portion. Each item of
the listing shall contain a statement as
to whether or not any change is made
in the section; whether any new or
additional information is being
submitted and, if documentation is
added by cross reference, the previous
submission in which that
documentation may be found, and

(3) Documentation to support the
additional lots (e.g., plat maps,
topographic maps and general plan to
reflect new lots, title information,
permits for additional facilities,
financial assurances of completion of
additional facilities, financial
statements) or updated or expanded
documents in support of previous
submissions, and

(4) The affirmation required by
§1010.219.

(d) Consolidated Statement of Record
amends prior Statement of Record. A
Consolidated Statement of Record shall
contain all applicable information for all
registered lots in the subdivision except
those deleted pursuant to other
provisions in these regulations. The
resulting Property Report shall be used
for all sales in the subdivision, except
for those transactions which are exempt
from the provisions of the Act or which
have been granted an exempt status by
the Director, unless the Director has
specifically authorized the use of
multiple Property Reports.

(e) Initial Statement of Record—when
prior approval to submit is required. In
those subdivisions where there is a
disparity between the lots already
registered and those sought to be
registered because of location, terrain,
proposed use of the lots or the amenities
to be furnished or available, the
developer may present a resume of the
differences and request the Director’s
permission to file a separate initial
Statement of Record for the additional
lots. Upon consideration of the facts
submitted, the Director may allow such
a procedure.

(f) Lots which have been deleted from
registration. Should the developer, for
any reason, delete by amendment any
registered lots from an effective
Statement of Record, those lots must be
reregistered by a consolidation and a
new effective date issued, before they
can be sold or leased. An appropriate
fee must accompany the submission.

(g) Lots sold to individual purchasers.
It is not necessary to delete from the
registration those lots which have been
sold to individual purchasers for their
own use.

§1010.23 Amendment—filing and form.

(a) Filing. If any change occurs in any
representation of material fact required
to be stated in an effective Statement of
Record, an amendment shall be filed.
The amendment shall be filed within 15
days of the date on which the developer
knows, or should have known, that
there has been a change in material fact.

(b) Form. An amendment shall
include by reference the prior Statement
of Record except for any changes in
material fact. A change in material fact
shall be specifically described and
supported by the same documentation
which would be required for an initial
submission. Any amendment shall be
accompanied by:

(1) A letter from the developer giving
a clear and concise description of the
purpose and significance of the
amendment and referring to the section
and page of the Statement of Record
which is being amended, and

(2) All pages of the Statement of
Record, which have been amended,
retyped in the required format to reflect
the changes. The ILSRP number of the
Statement of Record shall appear at the
top of each page of the material
submitted.

(c) Amendments to suspended filings.
Developers wishing to reactivate a
suspended filing shall file the following:

(1) Any amendments necessary to
bring the filing into compliance,
submitted in accordance with
paragraphs (a) and (b) of this section;

(2) An activity report in the form
prescribed by § 1010.310; and

(3) An amendment fee, if required
under §1010.35(d)(2).

§§1010.24-1010.28 [Reserved]

§1010.29 Use of property report—
misstatements, omissions, or
representation of Bureau approval
prohibited.

Nothing in these regulations shall be
construed to authorize or approve the
use of a property report containing any
untrue statement of a material fact or
omitting to state a material fact required
to be stated therein. Nor shall anything
in these regulations be construed to
authorize or permit any representation
that the Property Report is prepared or
approved by the Director, ILSRP or the
Bureau of Consumer Financial
Protection.

§1010.35 Payment of fees.

(a) Method of payment. (1) Each fee
must be paid by:

(i) Certified check, cashier’s check, or
postal money order made payable to the
Treasurer of the United States, with the
registration number, when known, and
the name, of the subdivision on the face
of the check, and mailed to an address
specified by the Director; or

(ii) Electronic payment in a manner
specified by the Director.

(2) Information regarding the current
mailing address or electronic payment
procedures is available from: Office of
Nonbank Supervision, Bureau of
Consumer Financial Protection,1700 G
Street NW., Washington, DC 20006.

(b) Fees for registration. The fee for
each initial and consolidated
registration is set forth in section VII of
the appendix to this part: Initial and
Consolidated Registration Fee Schedule.

(c) Fee for Exemption Order or
Advisory Opinion. The filing fee for an
Exemption Order or an Advisory
Opinion (§1010.16 or §1010.17) is
$500. This fee is not refundable.

(d) Amendment fee. (1) A fee of $800
is charged when an Annual Activity
Report reflects an annual ending
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inventory of 101 or more unsold
registered lots.

(2) A fee of $800 is charged for an
amendment to reactivate a Statement of
Record subsequent to its suspension,
unless the developer has 100 or fewer
unsold lots included in the Statement of
Record.

§1010.45 Suspensions.

(a) Suspension notice—prior to
effective date. (1) If it appears to the
Director that a Statement of Record or
an amendment is on its face incomplete
or inaccurate in any material respect,
the Director shall so advise the
developer, by issuing a suspension
notice, within a reasonable time after
the filing of such materials but prior to
the time the materials would otherwise
be effective.

(2) A suspension notice issued
pursuant to this subsection shall
suspend the effective date of the
Statement of Record or the amendment.
It shall continue in effect until 30 days,
or such earlier date as the Director may
determine, after the necessary
amendments are submitted which
correct all deficiencies cited in the
notice.

(3) Upon receipt of a suspension
notice, the developer has 15 days in
which to request a hearing. If a hearing
is requested, it shall be held within 20
days of the receipt of the request by the
Director.

(b) Suspension orders—subsequent to
effective date. (1) A notice of
proceedings to suspend an effective
Statement of Record may be issued to a
developer if the Director has reasonable
grounds to believe that an effective
Statement of Record includes an untrue
statement of a material fact, or omits a
material fact required by the Act or rules
and regulations, or omits a material fact
which is necessary to make the
statements therein not misleading. The
Director may, after notice, and after
opportunity for a hearing requested
pursuant to § 1012.220 within 15 days
of receipt of such notice, issue an order
suspending the Statement of Record. In
the event that a suspension order is
issued, such order shall remain in effect
until the developer has amended the
Statement of Record or otherwise
complied with the requirements of the
order. When the developer has
complied with the requirements of the
order, the Director shall so declare and
thereupon the suspension order shall
cease to be effective.

(2) If the Director undertakes an
examination of a developer or its
records to determine whether a
suspension order should be issued, and
the developer fails to cooperate with the

Director or obstructs, or refuses to
permit the Director to make such
examination, the Director may issue an
order suspending the Statement of
Record. Such order shall remain in
effect until the developer has complied
with the requirements of the order.
When the developer has complied with
the requirements of the order, the
Director shall so declare and thereupon
the suspension order shall cease to be
effective. In accordance with the
procedure described in § 1012.235, a
hearing may be requested.

(3) Upon receipt of an amendment to
an effective Statement of Record, the
Director may issue an order suspending
the Statement of Record until the
amendment becomes effective if the
Director has reasonable grounds to
believe that such action is necessary or
appropriate in the public interest or for
the protection of purchasers. In
accordance with the procedure
described in § 1012.235, a hearing may
be requested.

(4) Suspension orders issued pursuant
to this subsection shall operate to
suspend the Statement of Record as of
the date the order is either served on the
developer or its registered agent or is
delivered by certified or registered mail
to the address of the developer or its
authorized agent.

Subpart B—Reporting Requirements

§1010.100 Statement of Record—format.

(a) The Statement of Record consists
of two portions; the Property Report
portion and the Additional Information
and Documentation portion.

(b) General format. The Statement of
Record shall be prepared in accordance
with the format set forth in section VIII
of the appendix to this part: Property
Report:

§1010.101 [Reserved]

§1010.102 General instructions for
completing the Statement of Record.

(a) Paper and type. The Statement of
Record shall be on good quality,
unglazed white or pastel paper. Letter
size paper, approximately 82 x 11
inches in size, will be used for the
Property Report portion and legal size
paper, approximately 82 x 14 inches in
size, will be used for the Additional
Information and Documentation
portion. Side margins shall be no less
than 1 inch and no greater than 12
inches. Top and bottom margins shall be
no less than 1 inch. In the preparation
of the charts to be included in the
Property Report, the developer may vary
from the above margin requirements or
print the charts lengthwise on the
required size paper if such measures are

necessary to make the charts readable.
The Statement of Record shall be
prepared in an easily readable, uniform
font.

(b) Numbering and dating. Each page
of the Statement of Record as submitted
to ILSRP shall be numbered and shall
include the date of typing or preparation
in the lower right hand corner, except
in the final printed version of the
Property Report portion.

(c) Signing. The Statement of Record
shall be signed 